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INTRODUCTION: IN THE SHADOW OF SOVEREIGN DEFAULT
The crisis that erupted in 2007-2008 seriously affected the business and public finance sectors globally, which gave rise to heightened expectations for the reconstruction of the state and rationalisation of its operation. A strong demand for helping the state appeared especially in the Eastern and Central European countries, which was partly an inheritance stemming from the paternalistic practice of Soviet-type economic plan periods, and partly because these countries had revitalised their economies with western capital since the end of the 1980s, but as a consequence of the crisis, western investments dried up both in terms of working capital investments and state debt financing. Hungary became one of the main "reference countries" for these disadvantageous processes, becoming practically unable to operate its public finances by the end of the 2000s. In the autumn of 2006, the government at the time announced a gigantic budget restriction program through a convergence path adjustment package to mitigate the current budget deficit, which was nearing 10 percent, and the state debt, which exceeded 80 percent of GDP 1 . This was aimed both at increasing the tax burdens of internal residents and at reducing the state expenditure, as well as influencing them. As a result of the austerity measures, the financial balance had improved to a certain extent, but the performance of the Hungarian economy and the aggregate financial demand had significantly fallen by the autumn of 2008, when the financial crisis also hit Europe. As a result of the inaccessibility of western financing markets and the uncertainty factors, Hungary, which financed its growth and precarious financial balance from outside, fell into a de facto sovereign default, which the International Monetary Fund, the World Bank and the European Central Bank tried to remedy with a 25 billion dollar rapid loan, thus avoiding the condition of de jure sovereign default. Until 2010, the budget policy had been characterised by the enforcement of restriction mechanisms that were expected in exchange for foreign loans. After 2010, through a budgeting practice moving towards the sharing of public burdens by increasing the taxes imposed on foreign-owned, well-capitalised enterprises and concurrently reducing the tax burdens of internal residents, they were able to drive the budget deficit to GDP ratio down to below 3 percent, and have been able to maintain this rate ever since, thus achieving fiscal 2 consolidation. Increasing the solvent demand, according to the Keynesian model, and the state's active role in influencing the economy can, in terms of fiscal instruments, ensure stable state financing positions. In the period between 2006 and 2013, until consolidation began in 2013, the occurrence of sovereign default in Hungary could be described in five economic dimensions:
• the central budget is unable to function, debt service and state public services remain unsettled,
• there is a chronic social insurance deficit, especially in the pension insurance system, which results in a shortfall or significant reduction of pension payments,
• widespread bankruptcy of banks and companies, which makes the operating environment uncertain; bank deposits become inaccessible, production declines and a huge number of companies go bankrupt,
• settlement municipalities that are part of the local system of state finances declare bankruptcy all over the country, public services cease, settlements are unable to provide public utilities and public administration services, and social conflicts arise,
• as a result of large-scale insolvency of families indebted in foreign currency and masses of people experiencing more difficult living circumstances, social tranquility disintegrates. Complete (de facto and de jure) sovereign default may have resulted from any of the problems becoming unmanageable in the long run. The Hungarian government had to eliminate the problems and achieve consolidation at the same time, move towards sectoral and macroeconomic stability and even make preparations for economic growth.
THEORY OF FISCAL INCAPACITY
State capacity is defined by Hanson and Sigman 3 in three dimensions: 1) The state's extractive capacity, 2) The state's coercive capacity, 3) The state's administrative capacity. In other words, the state needs a revenue to maintain its operation, its internal security forces and a legal order to enforce its will (to enforce its coercive capacity), and as a third factor it must deliver public services in exchange for retained revenues. The extractive and coercive capacities ultimately help the state carry out its function (administrate capacity). Bardhan defines it as a requirement 4 whereby "the state has to be strong enough to protect property rights and other institutions underpinning markets and contracts". By 2007-2008, the incapacity of enterprises operating in the administrative area of states had become so serious that it weakened state operation. As a consequence of the economic anarchy, the state's revenue sources dried up and in addition, consolidation obligations arose which caused the quality and quantity of state-provided public services to decrease. Owing to the deepening social distrust in governments, the state was only able to operate in a restricted way, which meant that the economic expansion of the neoliberal market economy that had been maintained for decades had weakened in the United States by 2007, then also in Europe by the autumn of 2008. The 2007-2008 crisis was equally caused by uncurbed market (corporate) automatisms, the difficulties of information flow between competitors (information asymmetries) and uncoordinated production. The lack of coordination in the market actors' activity dating back to the beginning of the 1970s increasingly manifested itself in commercial banking activity. The large-scale lending to secondary debtors that financial institutions predominantly focused on when granting loans generated system-level repayment problems over time with market saturation and the slowdown of the economic upheaval. These remained hidden for years, however, because of the securitisation processes 5 , and the lack of thorough risk assessments by credit rating agencies. While the 1929-33 crisis can be best expressed as an overproduction process in the material sphere, the root cause of the collapse which occurred in 2007-2008 can be expressed as an over-lending process. Lending processes, which were not coordinated by the state and were less and less controlled and regulated, resulted in a banking crisis, which then led to the crisis of the capital-and credit-intensive production sector, and ultimately to that of the public financing system. 3 Hanson In all the four institutional groups classified according to Rodrik, 6 hence in the institutions ensuring the protection of property rights and the regulation of markets, and also in the ones serving stability and legitimisation, the tasks were carried out incompletely and with disruptions. As a result of market disturbances, the business value started to decrease both at the corporate and household level. The authorities expected to regulate market operation and the actors of stabilisation had already failed, so the society's dislike for government operation was growing, which meant that their confidence in the government largely weakened all over the world, and consequently the system of the neoliberal market economy did not operate smoothly. After the British mortgage markets and subsequently the economy of the United States had weakened, the spreading crisis exerted the strongest influence in the European region, in particular in the post-soviet countries and in the countries of the European Union which had a weaker position or had entered the EU later than Hungary. 
CRISIS MANAGEMENT METHODOLOGY -RESTRICTION OR EXPANSION?
While recovering from a crisis, it is justified that the economic policy aims to change the practice implemented before the crisis, and it should steer the national economy towards economic growth and financial balance. After the crisis, a period of economic reflection started all over the world, with special focus on the practical aspects of crisis management. Without claims of being exhaustive, special mention should be made of the works by Blanchard In the course of resolving the deadlock, the state took up credit and employed fiscal measures increasing the revenue side and also decreasing the expenditure side of the budget, which may be considered a common crisis management technique of the preceding decades and even of the years after the breakout of the crisis. Implementing a series of austerity measures, in return for the credit provided by the IMF and the World Bank, was a crisis management method frequently followed globally. In the case of Greece and Hungary, which had reached a critical level by 2008, it became a required crisis management method to apply restrictive measures in exchange for the international credit facilities received. Other countries in the Mediterranean region also used this kind of crisis management method, whereas in Hungary an economic policy emerged from 2010 onwards through the establishment of the new Fundamental Law and laws on public funds that basically focused on the sharing of public burdens, the termination of external indebtedness, the acquisition of state property, state regulations and the strengthening of control. Regarding international companies, telecommunication enterprises and banks, the state imposed an additional burden adjusted to their taxation power in the mostly foreign, well-capitalised sectors, whereas for internal residents it used the institution of tax reduction, mainly for income type taxes (personal income tax, corporate tax on profits). As a 6 Rodrik consequence of the commercial turnover expansion generated by the increase of incomes and the solvent demand, namely by the additional turnover tax revenue, and by the reduction of the mostly parallel public service capacities, the Hungarian economy was channelled towards budget consolidation.
As an essential element in the crisis management of Hungarian public funds, in the first phase priority was given to the regulations preventing indebtedness, and they were incorporated at the highest level into the new Fundamental Law of Hungary. The emerging new public funds management is rule-based, which is kept within the limits by a strong control mechanism. Managing public funds economically, creating a budgetary balance and maintaining it in the long run, and reducing state debts are such high priority economic goals in Hungary that the most fundamental principles and rules aiming at their implementation were set out in the Fundamental Law. Stable state finances provide a sound basis for creating and maintaining a firm foundation for economic growth. On the other hand, budgetary authorisation and the underlying legislative background are the results of an independent economic policy. Hungary's crisis management policy strayed from the restriction-based proposals of the IMF and the World Bank, and in many cases it was in direct contradiction with the normative rules of the European Union. The Hungarian changes were rapid, even though it is a fact that in the European region Hungary and Greece were hit most severely by the crisis that erupted in the autumn of 2008. The impacts of the Hungarian fiscal change and those of the Greek tightening policy (characteristic of the whole of the Mediterranean region) were significantly different.
• Hungary repaid the IMF loans as early as 2013-2014, while Greece has not, as of yet, been able to pay them back.
• In 2013, Hungary, after having adopted an economic policy that deviated from the EU standards, was relieved of the European Union's Excessive Deficit Procedure, whereas Greece has not yet been able to end the procedure up to this date.
• At the end of 2017, the unemployment rate in Hungary was 4 percent, while it was nearly 25 percent in Greece.
• The cumulated growth in real GDP in comparison to 2000 is 140 percent in Hungary, and 95 percent in Greece, and consequently, restricted reproduction processes have remained in place to this day.
• In Hungary, the net external debt as a percentage of GDP has decreased from 60 percent to 20 percent compared to 2010, while in Greece it has grown from 80 percent to 140 percent.
• The rate of non-performing corporate loans was 15 percent in Hungary in 2013, a number which has shrunk to 5 percent 8 , while during the same period in the partner country chosen as a reference country this rate grew from 30 to 40 percent.
• Although fiscal adjustment is successful in Greece and the annual 15 percent GDP-proportionate budget deficit of 2009 had decreased to 0 percent by the end of 2016, the measures based on restrictions drove the Greek GDP down by 25 percent. 
LEGAL BACKGROUND TO THE CONSOLIDATION OF PUBLIC FINANCES IN HUNGARY
Hungarian crisis management is based on political and social authorisation 10 and on the legislative regulation based on it, which was elevated to the constitutional legislative level in 2011. In the Fundamental Law of Hungary, 11 the articles on public funds and local governments set out as a cardinal provision that the Parliament may not adopt an act on the central budget as a result of which the state debt would exceed half of Gross Domestic Product. Being aware of the actual data and the overspending practice in the period before 2010, the provision says that as long as the state debt exceeds half of Gross Domestic Product, the Parliament may only adopt an act on the central budget that provides for state debt reduction in proportion to GDP. Any derogation from these rules may only be allowed accompanied by a special legal order and to the extent necessary to mitigate the consequences of the circumstances triggering the special legal order, or, in case of an enduring and significant national economic recession, to the extent necessary to restore the balance of the national economy.
It is an essential element that the government is obliged to implement the central budget in a lawful and reasonable manner, managing public funds effectively while ensuring transparency, during which, with the exceptions defined in the case of a special legal order, it is not allowed to take a loan nor undertake a financial commitment that would result in state debt exceeding half of GDP. It is a transitional rule that as long as the state debt exceeds half of Gross Domestic Product, with the exceptions defined in the case of a special legal order, no such borrowing may be contracted and no such financial commitment may be undertaken in the course of the implementation of the central budget that would result in an increase, as compared to the previous year, of the ratio of state debt in relation to GDP. As long as state debt exceeds half of GDP, rules restricting any investigation by the constitutional court are enforced. Such special rules apply to the acts on the central budget, the implementation of the central budget, central taxes, duties and contributions, customs duties and the central conditions for local taxes. The Constitutional Court may only review such acts pertaining to public finances in connection with the rights to life and human dignity, to the protection of personal data, to freedom of thoughts, conscience and religion, or to the rights regarding Hungarian citizenship and it may only annul these acts for the violation of these rights. The Constitutional Court is entitled to annul the acts on the above subject-matters without limitation if the procedural requirements for the creation and promulgation of the acts have not been met according to the provisions laid down in the Fundamental Law of Hungary.
The subsystem of local governments is considered as part of the public finances, and this subsystem is regulated so that in order to keep the state budget balance, the borrowing of the local government, the rate of which is specified in legislation, or other commitments undertaken by the local government may be subject to conditions or the government's consent. Zéman emphasises that the enterprises operated by local governments are also determining parts of the local government sector, therefore their balanced operation is important for ensuring high standards for the population. To this end, it is indispensable to have a stable source structure and control. 12 The chapter of the Fundamental Law on public funds and the acts relating to public funds, in particular the cardinal acts, make up a closed unit. They ensure Hungary's financial stability and behind this also the responsible management 13 of public funds and public assets. Parliament created the Stability Act 14 for the implementation of the Fundamental Law in order to ensure the country's financial stability and budgetary sustainability, facilitate the independent study of the justification of the Act on the Central Budget and the reduction of state debts. This cardinal law includes rules on the calculation of state debt and rules restricting its growth. Furthermore, it details the basic rules of operation of the sharing of public burdens, the pension system and the Fiscal Council. The Fiscal Council, acting as a body, participates in drafting the Act on the Central Budget and in the control of the provisions pertaining to the extent of state debt. During the performance of its activity the Council is only subject to the Fundamental Law and the acts. The Council members form their opinions independently and are also independent of one another in the representation of their standpoints. 15 The balance of public finances and the guarantees of a transparent, efficient and controllable management of public funds are governed by Act CXCV of 2011. Preserving local government traditions and enforcing the basic principles defined in the European Charter of Local Self-Government, Act CLXXXIX of 2011 on the local governments of Hungary guarantees the right of local voters to self-government, the contribution of local governments to the imple- 12 mentation of state goals and at the same time also the strengthening of local communities' self-support ability and the creation of the conditions required for local self-government.
The Hungarian Parliament, exercising its budgetary right, 16 annually approves a budget plan proposed by the government and entitled Act on Hungary's Central Budget. At the end of the fiscal year, the government compiles the Draft Act on Final Accounts, which is reviewed by the State Audit Office, then the Parliament discusses it and creates the Act on Final Accounts.
The basic rules pertaining to national assets are included in the Fundamental Law and in the act adopted for its implementation, Act CXCVI of 2011 on National Assets. 17 The revenues of public finances provide the funds that may be used for expenditures related to the performance of state tasks and their financing. The implementation of public duties requires not only funding, but also other asset elements, such as, in particular buildings, structures, vehicles, machines, equipment, intellectual products, property rights and reserves. Management with a budgetary-financial approach, which builds on revenues and expenditures, is strongly linked to asset management with an inventory approach, since the use of and return on assets also satisfies public needs. The Fundamental Law provides that "the property of the State and local governments shall constitute national assets. The management and protection of national assets shall aim at serving public interest, meeting common needs and preserving natural resources, as well as at taking into account the needs of future generations." The Fundamental Law provides enhanced protection for public funds and national assets, and lays down guarantees for their responsible and transparent management.
The fundamental function of national assets is to ensure the performance of public tasks. The Act on National Assets also defines the concept of the public task. A public task is a state or a local government task defined in law, which is performed by the obliged party for public interest in compliance with the requirements and conditions defined in law, including the provision of public services for the population, tasks of public interest arising from the state's obligations undertaken in international agreements, and the provision of the infrastructure needed for the completion of such tasks. The national assets shall be managed in a responsible manner for their intended purpose.
The uninterrupted operation of a state budget 18 converted into a rule-based budget is ensured by additional laws. The purpose of the Act on the Rules of Taxation is to provide a uniform regulation for the rights and obligations of tax payers and the tax authorities in order to ensure the legality and the effectiveness of the procedure. The tax payers and the tax authorities may exercise their rights and fulfil their obligations according to the Act on the Rules of Taxation. It is through this mechanism that the acts on taxes are observed and the subsidies are disbursed. So the procedure of the revenues flowing into and the expenditure flowing out of public finances is governed by the Act on the Rules of Taxation. The acts on taxes (personal income tax, value added tax, corporate profit tax, etc.) set out detailed rules for the individual types of taxes. The operative fiscal processes, as mentioned before, are managed by the National Tax and Customs Administration.
The control over state assets and public funds, deriving from the Fundamental Law, appears in the Act on the State Audit Office. 19 Chapter VIII of the Public Finances Act distinguishes three levels of state control: control by the State Audit Office, control by the government and the internal control of public finances. Funds are supplied to entities operating under the budgetary order and the public funds are managed through the State Treasury, whereas state debts are managed through the State Debt Management Centre belonging to the organisational structure of the Hungarian State Treasury.
LEGAL REGULATION AND PRACTICE OF CENTRAL BANKING ACTIVITY
Article 41 of the Fundamental Act, included in the chapter on public funds, stipulates that the National Bank of Hungary is the central bank of Hungary responsible for monetary policy in the manner specified in a separate cardinal act (the Central Bank Act of 2011 and then of 2013). The primary objective of the National Bank of Hungary is to achieve and maintain price stability. Furthermore, without prejudice to its primary objective, it supports the economic policy of the government, using the monetary policy instruments at its disposal; it is declared that the central bank is an institutional part of the system of public finances, and with this, the responsibility for the entire national economy was codified in the Fundamental Law. 20 The National Bank of Hungary is a member of the European System of Central Banks (ESCB). The National Bank of Hungary and the members of its decision-making bodies are independent in carrying out the tasks and meeting the obligations conferred upon them by law, and may not seek or take instructions from the government, the institutions and bodies of the European Union, the governments of its Member States and any other bodies, other than the European Central Bank. 21 The government and all other organisations respect this principle and do not seek to influence the members of the decision-making bodies of the National Bank of Hungary in the performance of their tasks. The Governor of the National Bank of Hungary is required to report to Parliament in writing and orally.
The Governor of the National Bank of Hungary reports to Parliament on the activities and monetary policy of the National Bank of Hungary on an annual basis. He makes a written report to the Parliamentary Standing Committee in charge of economic affairs on a six-monthly basis on the activities of the National Bank of Hungary in the past six months, with content corresponding to his annual report. The National Bank of Hungary must be consulted regarding the drafts of decisions and legislative provisions related to the tasks of the National Bank of Hungary and the operation of the financial system. When the government has approved the budget, the Minister for the National Economy informs the National Bank of Hungary of the draft bill for the central budget without delay. The National Bank of Hungary is entitled to send their opinion on the draft directly to the Minister. This opinion is presented at the Budget Committee meeting by the Governor of the National Bank of Hungary. However, the presented opinion does not restrict the Governor of the National Bank of Hungary from freely exercising his rights as a member of the Budget Committee.
In 2013, central banking mechanisms took a new course in Hungary: this is manifest in the reduction of the base rate, the refashioning of the monetary policy instruments, the narrowing of the interest rate corridor, the Funding for Growth Scheme, 22 and the Self-Financing Programme to help public finance management. 23 After 2013, the central bank's new course achieved its goal in the refinancing efforts: it provided small and medium-size enterprises as well as agricultural producers with access to the resources required for their development, and this was expressly aimed at supporting the government's fiscal policy, as it resulted in economic growth, an increase in domestic solvent demand and in new value. In terms of the cumbersome management of public debt, the actions taken to promote domestic financing through lower rates also benefited the country's financial stability. Through these refinancing actions, the central bank, which obviously does not generate public funds (it is not subject to the Act on Public Finances, it does not collect taxes, and it does not grant aid constituting public funds), nevertheless became part of the system of Hungarian public finances. Thus, after more than a decade of intermission, the real sector of the economy, which had been eliminated by 1995, and the (partial) refinancing of public debt, which had been terminated by 2000 in the course of the lead-up to the accession to the European Union, were essentially restored in 2013. 24 
OUTCOMES OF COORDINATION IN HUNGARIAN PUBLIC FINANCES
With the legislative regulation of the coordination of fiscal and monetary mechanisms, and with the help of practical mechanisms implemented in this spirit, Hungary successfully stabilised the public finance sector and triggered growth. The crisis management carried out by the increasingly active central bank played a pivotal role in this process. 25 22 HUF 3500 billion was allocated to this scheme, essentially for long-term investment loans at low (refinancing) rates, similar to the Funding for Lending scheme of the Bank of England and the Quantitative Easing programme run by FED.
When Hungary was hit by the 2008 crisis, 26 it was vulnerable and defenceless. One reason for this, among others, was that the Constitution in force before 2011 did not contain any chapter on public finances; in other words, there was no constitutional rule, nor a guarantee enforcing compliance, for the limitation of excessive sovereign indebtedness. Public finance control was inefficient, and the central bank's policy only focused on anti-inflationary objectives. 27 A comparison of operation before and after 2013 confirms the beneficial impacts of proactive central banking on fiscal positions.
Every year between 2002 and 2006, Hungary's budget balance showed a deficit amounting to 6-8 percent of gross domestic product (GDP), and even in 2007 the deficit well exceeded 4 percent. The reorganisation of public finances started in 2011, when the balance calculated according to the then valid methodology of the European Union (EA95) suddenly fell to 4 percent of GDP (primarily due to the single budget revenues from the transformation of the pension fund scheme). Since 2012, the budget deficit has remained below 3 percent of GDP according to every EU-compatible indicator. The deficit decrease was due, in part, to the improvement of the primary balance (net of the interest balance), and to falling net interest costs after 2013.
The National Bank of Hungary's refashioned monetary policy 28 contributed considerably to the reduction of the interest costs of the budget through cutting government security yields. 29 According to the National Bank of Hungary's estimate, between 2013 and 2015, the interest reduction impact represented about 1 percent of GDP, and this was due, among other things, to the easing cycles, to the central bank's focused programmes, in particular, the Self-Financing Programme, 30 and to the consistent and appropriate communication of the essence of the monetary policy. 31 Due to a gradual repricing of the sovereign debt, interest costs are expected to continue falling in the future, and the annual saving on interest may amount to as much as 1.7 percent of GDP, which translates to HUF 600-700 billion. In addition, reduction in the central bank's interest costs should also be taken into consideration, as since the start of quantitative easing, the National Bank of Hungary's cumulative interest savings have reached nearly 2 percent of GDP (representing an additional amount of more than HUF 600 billion). 32 Moreover, interest cuts boosted domestic investments and consumption, while the Funding for Growth Programme launched in 2013 provided direct assistance to financing small and medium-sized businesses.
Hungary's sovereign debt amounted to 55 percent of GDP in 2002, this ratio rose to 65 percent in 2007, and to 80 percent in 2010. It is important to see that while in 2004 slightly more than 25 percent of the sovereign debt was denominated in foreign currency, in 2008 this ratio was already 40 percent, and by 2010 it rose above 50 percent. The year of the adoption of the Fundamental Law was thus a milestone in this respect, too. Up to 2011, government debt continued to increase significantly, and then debt started to fall: moving from the 80 percent ratio by 2016 it fell just below 75 percent of GDP, and this can be considered a major achievement due to the "inertia" of debt. Meanwhile, the ratio of Foreign exchange (FX) debt to the total sovereign debt dropped from above 50 percent to around 20-25 percent, which means that indebtedness in FX was practically halved, and exposure in FX as well as the external vulnerability of the entire Hungarian economy was considerably reduced (these steps were achieved through the charge-off of household FX loans).
33
In 2010, the monthly inflation rate was around 4-5 percent. Following the year of the adoption of the Fundamental Law (2011), due in large part to international developments and to utility cost cuts, the inflation rate, after an initial slight rise, fell considerably and finally practically tapered off. This enabled the National Bank of Hungary to launch its above-mentioned easing cycle as early as mid-2012, which resulted, later on, in a changed global economic environment, and in the successful avoidance of deflation.
34
Prior to the adoption of the Fundamental Law, Hungary's growth data remained moderate: while between 2002 and 2005, Hungary's GDP increased faster than the average of the Visegrád Group 35 (4 percent to 2-3 percent of the regional average), between 2006 and 2010, it typically remained below the value of the regional competitors. As a combined effect of fiscal stabilization and the breakthrough in monetary policy, Hungary started to re-establish itself in 2013: the growth rate has been significantly exceeding the average of the Euro Area, steadily remaining in the 2-4 percent range. According to the forecasts of the April 2017 Convergence Programme, the pace of economic growth is set at 4 percent in Hungary between 2017 and 2021, which represents a substantive rise even in a medium-term comparison. 36 The central bank's Funding for Growth Programme and base rate cuts boosted economic growth. 2015 and 2016, respectively. The growth rates generated by the central bank also indirectly improved the tax and duty revenues of the government budget, and consequently, the general government balance, by approximately 0.3-0.4 percent per annum.
As a result of the low and moderated inflationary environment created by the central bank, the longer-term investment loans bearing lower than market rates, the cheaper government debt financing due to the low interest rate trajectory, and lending to businesses and households at lower rates benefit the complex objectives of the national economy and the society. Leaving the pre-2013 single purpose -single instrument (exclusively anti-inflationary) policy behind, the central bank has again become a propelling force in public finances, in the corporate environment, and in household economy. The assignment of several mandates to the central bank not only makes the central bank a supporter of the financial policy of the fiscal administration, and involves it in economic policy as a proactive contributor, but also enables it to serve the public good in the broad sense of the term. Capitalising on its multiple mandates, the National Bank of Hungary also adjusts to the international trend, as now it has functions similar to the US and British central banks and to the European Central Bank, which has recently become more active in boosting business and in the market of government securities.
CONCLUSION
Fiscal adjustments can also be made and economic growth revamped by methods other than those used in the decade-long (conventional) practice (IMF, EU).
The monetary policy practice relying on multiple mandates and multiple instruments, developed by the National Bank of Hungary during the crisis to replace the single goal -single instrument (exclusively anti-inflationary) policy, favoured in the European continental area in the early phase of the European Union integration, can serve as a model.
Crisis management, whether fiscal or using monetary policy means, brought success in Hungary because of the codification of a powerful statutory regulation (at the highest level); in other words, budget management was placed on a regulatory footing, and now legal and institutional guarantees ensure budget discipline. This restored the government's ability to have control.
As a prerequisite of successful crisis management, fiscal and monetary mechanisms must be coordinated in a way not to jeopardize the central bank's independence, although the monetary instruments used for crisis management (Funding for Growth and similar schemes) cannot last forever. With the crisis subsiding, market conditions must take over the crisis managing role of fiscal and monetary policy in the national economy; in other words, subsidies, the government's interventions in the economy and the central bank's crisis management schemes must be replaced by market boosting impetuses.
An ideal public finance system fundamentally responds to the challenges of the national economy, but it cannot remain averse to new international trends either, and cannot rely exclusively on the given country's economic history and experience. Public finance management is based on the proportionate combination of these, properly dimensioned in time and space.
